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° Rules and Procedures 

♦ All direct buying customers of R. J. Reynolds 
Tobacco Company (RJR) have the 
opportunity to participate in the PARTNERS 
Program. 

♦ Any new customer in the PAR TNERS 
Program must participate under Plan A only. 

♦ Customer participation, performance and 
eligibility will be determined and measured 

r by each RJR ship-to location during a 

^ Program Period. A Program Period will be six 

consecutive months, or other periods, 
designated by RJR. (The initial PARTNERS 
Program period will be eight months; May - 
December 1995.) 

♦ To participate in the PARTNERS Program, 
customer must be enrolled for each ship-to 
location at the beginning of a Program 
Period and provide RJR with information it 
deems necessary to make initial SOM and 
inventory determinations. A ship-to location 
may not enroll in the PARTNERS Program 
after a Program Period has begun. 
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Rules and Procedures (cont’d) 


♦ Each customer ship-to location must elect to 
participate in Sales Information Reporting 
Plan A or B. This election determines the 
Program Payment Schedule of per carton 
payments for which the ship-to location is 
eligible. After initial election has been 
made, a ship-to location in Plan B cannot 
change to Plan A until the beginning of the 
next Program Period. However, a ship-to 
location in Plan A may change to Plan B 
during a Program Period. In such cases 
PARTNERS Program payments will be 
calculated from the Program Payment 
Schedule for Plan B for the entire Program 
Period. 


♦ PARTNERS Program payments will be made 
to eligible customer ship-to locations that 
provide information to RJR as required by 
Sales Information Reporting Plan A or B and 
achieve certain RJR performance criteria 
and share-of-market (SOM) results during a 
Program Period. The payment amount will 
vary depending on the Sales Information 
Reporting Plan chosen, the number of RJR 
cartons sold and the amount of change in 
RJR SOM. 
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Rules and Procedures (cont’d) 


♦ The amount of PARTNERS Program 

payments for an eligible ship-to location will 
be calculated at the end of the Program 
Period by multiplying (1) the number of RJR 
cartons sold by customer ship-to location 
during a Program Period, times (2) the 
appropriate per carton payment rates from 
the Program Payment Schedule. The 
maximum number of cartons on which 
payments can be earned is 105% of direct 
purchases from RJR during a Program 
( ^ Period. 



♦ At the beginning of a Program Period RJR 
will determine for each participating ship-to 
location (1) a Base SOM for RJR brands, and 
(2) a Beginning Inventory of all cigarette 
carton inventory by UPC for all brands and 
manufacturers. In order for RJR to make 
these determinations, customers must 
provide accurate, complete information 
concerning sales, purchases, returns and 
inventories for recent time periods as 
required by RJR. At the close of a Program 
Period, RJR will also determine (1) the SOM 
of RJR brands achieved by the ship-to 
location during the Program Period and 
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Rules and Procedures (cont’d) 

(2) the Ending Inventory of all cigarette 
carton inventory by UPC for all brands and 
manufacturers as of the last day of the 
Program Period. These determinations will 
be made from customer information 
provided under the Sales Information 
Reporting Plans. The appropriate per carton 
payment rate from the Program Payment 
Schedule is determined by comparison of the 
Base SOM with the SOM achieved during the 
Program Period. 


♦ SOM determinations are based upon bona 
fide unit sales (cartons) of RJR product from 
a ship-to location. SOM will be calculated to 
one decimal place (e.g., 31.2). Rounding will 
not be utilized (e.g., 31.2769 - 31.2). 


♦ After a Program Period begins, no 
adjustments will be made in SOM 
determinations because of changes or shifts 
in the customer base serviced by a ship-to 
location. For example, if Retail Chain 
purchases from Distributor A but then 
becomes a direct purchaser of cigarettes 
from manufacturers or shifts its business to 
Distributor B, no adjustment will be made in 
SOM determinations for Distributor A or 
Distributor B. 
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Rules and Procedures (cont’d) 

♦ If feasible, RJR will make such equitable 
adjustments as it deems appropriate in SOM 
determinations and carton sales when there 
is a consolidation of participating ship-to 
locations which are under common 
ownership during a Program Period. Any 
plans to consolidate participating ship-to 
locations should be coordinated with RJR as 
early as possible. 

♦ To be eligible for a PARTNERS Program 
payment at the end of a Program Period, a 
participating ship-to location must have, 
throughout the Program Period: remained 
actively engaged in the cigarette distribution 
business and a direct purchasing customer of 
RJR; provide any Distributor Assist 
Programs / Services; provide RJR products 
an opportunity for distribution as speciiled, 
and accept damaged and / or outdated RJR 
products from their customers and send to 
Winston-Salem, NO as returned goods. 


♦ All RJR promotional product and new brand 
introductions provided by RJR must be 
utilized in the manner as agreed to regarding 
the distribution to your customers. Any 
violation of such agreements will jeopardize 
your Program payment qualification. 
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Rules and Procedures (cont’d) 


♦ All cigarette brands distributed by RJR, 
including brands of Forsyth Tobacco 
Products and RJR Macdonald, are included 
in payment calculations and SOM 
determinations. RJR will designate which of 

its brands are considered full price and._ 

savings for purposes of the PARTNERS 
Program. 


♦ Sales Information Reports under Plans A or B 
which are untimely, contain incorrect or 
incomplete information, are in improper 
format / form or otherwise do not comply 
with Plan requirements will cause the ship-to 
location to be removed from the PARTNERS 
Program and lose its eligibility for payment. 

♦ Payment will be made by check or credited 
to customer bank account via E.F.T. as soon 
as practicable after a Program Period ends 
and accurate SOM, performance 
qualifications and RJR carton sales have 
been determined and verified to the 
satisfaction of RJR. In instances of 
ownership changes for participating ship-to 
locations, RJR will make PARTNERS 
Program 
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Rules and Procedures (cont’d) 


payment only to the owner of record as of 
the end of a Program Period. Payment will 
not be prorated. The owner of record is 
determined from RJR records of direct 
buying customers. 

♦ RJR will have the right to audit, as and when 
it deems necessary, customer books and 
records relating to any information provided 
pursuant to the PARTNERS Program. RJR 

C will also have the right to conduct a physical 

count of customer cigarette inventory. 
Customer refusal to permit audit or 
inventory count as required by RJR will 
cause customer to lose its eligibility for 
payment and disqualify customer for further 
Program participation during the Program 
Period. 

♦ Any customer providing false or misleading 
information, either deliberately or through 
gross negligence, will lose its eligibility for 
payment and will be eliminated from 
paiticipation in the PARTNERS Program for 

( the current and future Program Periods. 
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Rules and Procedures (cont’d) 


♦ All issues arising from the PARTNERS 
Program, including interpretation and 
application of Program requirements and 
Rules and Procedures and determinations of 
SOM, sales and inventories, will be resolved 
by RJR in its sole discretion. The decision 
of RJR on such matters will be final. 

♦ No customer is permitted to deduct any part 
of its PARTNERS Program payment or 
anticipated payment off invoice. 

♦ No direct buying customer is eligible for 
payment under the PARTNERS Program if it 
or an affiliated company has past-due 
invoices from RJR or Forsyth Tobacco 
Products at the end of a Program Period. 

♦ RJR reserves the right to retain allowances 
due under the PARTNERS Program as an 
offset for any outstanding invoices from RJR 
or Forsyth Tobacco Products. RJR also 
reserves the right to modify or discontinue 
the PARTNERS Program at any time. 
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1995 Retail Merchandising 
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Retail Partners Program 

Background 

• The cigarette industry has changed dramatically over the 
past few years: 

— Price rollback 
— Competitive retail programs 
— B&W/ATC merger 

• RJR’s and retail trade needs have also changed: 

— Link trade programs 

» Retail Merchandising 
» Retail Co-Marketing 
» Distributor Programs 

- Improve quality of retail presence 

- Reward retail trade for supporting RJR strategic brands 

- Construct strong foundation for future growth of category 



















1995 Merchandising Program - 

Carton Outlets 


Program Comparison 





Payment based on size of merchandiser 

- Rows 

- Pack capacity 

Volume ranges 

- Broad 

- Capped near trade average 

Base requirements 

- Pack Merchandiser 

- Carton Merchandiser 

Enhancement option - Payment flexibility 
Component (stand alone) option 

Minimum Volume requirement 

- 225 Industry CPW 


RJR Volume - Pay for performance 


Volume ranges 

- Multiple 

- Competitive in high volume accounts 

Base requirements 

- Pack Merchandiser 

- Position of Cartons 

- Share of space equal to RJR SOM 

Enhancement option - Payment flexibility 


V vii.f 


i Component (stand alone) option 
Payment flexibility 


1 


Minimum Volume requirement 
fcj - 225 Industry CPW 
- 70 RJR CPW 
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1995 Merchandising Program Requirements 
Carton Outlets 


ESET SS8XS 


• RJR Package Merchandiser(s) in Primary Position. 

Due to the growth and importance of pack sales to the retail 
trade, the new RJR Program requires 

—> Self-service pack merchandiser (s) _or 

-> Self-service single pack RJR Display (in selling area) 

• RJR brands on top shelves contiguous, meeting at least 
minimum space requirements. 

• Advertising located above RJR brand positions on 

i 

merchandising fixtures. I 
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Potential Merchandising Payments 


Self-Service Example (Foodarama Setup) 

> RJR Carton Merchandiser (RJR Brands on top section 
with share of space equal to share of market) 

> Two (2) RJR Package merchandisers/1 PM Exclusive 
Marlboro Package Merchandiser/2 PM Pack Displays 

> Average weekly carton volume: Industry - 650 cartons 
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Potential Merchandising Payments 


Non Self-Service Example (Shop Rite Supermarkets/Big V) 

> RJR Carton Merchandiser or Retailer Shelving with RJR on top 
space (non self-service) 

> Two RJR Package Merchandisers self-service 

> Average weekly carton volume: Industry 500/RJR 120 
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Potential Merchandising Payments 


Non Self-Service Example (Village/Ravitz) 

> RJR Carton Merchandiser or retailer shelving non self- 
service. RJR space to share on top section. 

> RJR Single Pack Display, self-service on customer service 
counter. 

> Weekly Carton Volume: Industry 500/RJR120 


Note: Store must sell single packs via self-service display to qualify. 
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Wakefern/RJR Co-Marketing 
Program 



9 Accrued monies earned by Member Stores monthly. 

• Stores must have a Self-Service or Non Self-Service RJR Contract. 

• Accrued monies “rolled over” into RJR Price Plus Program 

• To be used for RJR Full Price Brand Promotion in addition to 
current Price Plus participation (Full Price/DORAL/WORTH) 

e Potential participation 180 member stores* 
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Wakefern/RJR Co-Marketing 
Program Potential Accrued Monies 


® Available to all Shop Rite Stores that qualify for Self-Service or non 
self-service RJR Programs (as previously outlined) 

® Earned monies to be used as payment for Price Plus Programs 


RTR Cartons Sold Weekly 

Annual Price 


Plus Dollars 

90 - 111 

(per store) 

$ 528 

112-140 

$ 672 

141-177 

$ 840 

178- 221 

$ 1,032 

222- 279 

$ 1,296 
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1995 Merchandising Program Requirements 
Pack Outlets 

• RJR Full Price Display in Primary Position 

• RJR Full Price Display is in a 2nd, 3rd, or 4th Full Price 

! 

Position 

i 

• RJR Savings Brand Display in a Primary Savings Position 

• Display RJR “Lowest” brands, if applicable 

• Provide RJR accurate volume information. Authorize primary 
and other suppliers to release brand style volume information to 
RJR. 

• Provide RJR share of available signage (excluding signage on 
fixtures / displays) equal to RJR share of market. 
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1995 Merchandising Program Requirements 
Pack Outlets (continued) 


• Provide RJR share of space equal to RJR share of market on 
carton merchandisers, if applicable. Minimum acceptable space as 
determined by an RJR Representative. 

• Ensure RJR brands are represented in all price tiers as required. 

• Ensure adequate quantity of RJR brands are maintained to 
minimize out of stock, including brands designated for display. 

• Provide RJR equal opportunity to place temporary promotional 
displays and signage, as requested. 

® Accept new RJR brand styles as requested by RJR Representative. 

e RJR reserves the right for final approval of display / advertising 
sizes and locations. 
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Shop Rite Liquor Stores 
1995 Retail Program Outline 


Stores that sell cigarettes primarily by the pack 
Basic Program Requirements 

> Two (2) RJR Full Price Displays on main sales counter 

> One (1) RJR Savings Display (counter or backbar location) 

> RJR Share of Signage to Share of Market. 

> Additional reuqirements (see attachments) 


RTR Weekly Volume 

Monthly Payment \ 

17-26 

$ 90 

• 

27-35 

$120 


36-42 

$150 


43-48 

$170 


49-57 

$185 


58-67 

$ 200 | 
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Wakefern/RJR Co-Marketing 
Accrual Program - Liquor Stores 


• Retailer must participate in RJR Pack Base Program Contract 
Accrued monies can be “rolled over” into Price Plus Program 


RTR Weekly Volume 

Accrued Annual $ 

17-26 

$240 

27-35 

$336 

36-42 

$408 

43-48 

$480 

49-57 

$552 

58-67 

$648 
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The Co-Existence Strategy 



Ce^&tisteriee is Best Wm the Retailer 



Don’t Sell Yourself Short! 
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